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NOMINATION OF C. DOUGLAS DILLON 


TUESDAY, MAY 12, 1959 


U.S. Senate, 
CoMMITTEE ON ForeicN ReExations, 
Washington, D.C. 

The committee met, pursuant to call, at 10:05 a.m., in the Foreign 
Relations Committee Room, room 4221, New Senate Office Building, 
Senator J. W. Fulbright (chairman) presiding. 

Present: Senators Fulbright (chairman), Sparkman, Hum- 
phrey, Mansfield, Morse, Long, Kennedy, Lausche, Church, Langer, 
Aiken, Capehart, and Carlson. 

The CHatrman. The committee will come to order. 

The first business on our agenda this morning is the nomination 
of C. Douglas Dillon to be Under Secretary of State. 

Mr. Dillon, we are very happy to have you again. Do you have 
any statement that you care to make to the committee ? 


STATEMENT OF HON. C. DOUGLAS DILLON, UNDER SECRETARY OF 
STATE FOR ECONOMIC AFFAIRS 


Mr. Ditton. No, I do not, Mr. Chairman. 

The Cuarrman. Can you think of any reason to justify your ap- 
pointment as Under Secretary of State ¢ 

Mr. Ditton. I think that I have been nominated by the President 
for this position, and I am prepared to answer any questions re- 
se my experience or qualitoations that the committee might 

ave. 

The Cuatrman. You have been serving as Under Secretary of State 
for Political Affairs now for approximately a year ? 

Mr. Ditxon. Under Secretary of State for Economic Affairs since 
the Ist of July. 

The Cuatrrman. Not quite a year. Prior to that you were what? 

oo Ditton. I was Deputy Under Secretary of State from March 15, 
1957. 

‘The Cuairman. And prior tothat you were? 

Mr. Ditton. I served as Ambassador to France from the 27th of 
February 1953 until I assumed my position as Deputy Under Secre- 
tary of State for Economic A ffairs. 

he Cuarrman. Mr. Langer, do you have any questions? 

Senator Langer. No questions, thank you, Mr. Chairman. 

The Cuatrman. Mr. Dillon, I don’t believe I have any further 
questions. We have confirmed you twice before. The record of your 
activities is in our record at length. 
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DEPARTMENT OF STATE REORGANIZATION 


I would like to ask, since we have you here, about a bill which was 
introduced on May 7. It is S. 1877, a bill to amend the act of May 26, 
1949, as amended to strengthen and improve the organization of the 
Department of State, and for other purposes. 

Do you have a statement to make on that bill ? 

(The bill referred to is as follows :) 


[S. 1877] 


A BILL To amend the Act of May 26, 1949, as amended, to strengthen and improve the 
organization of the Department of State, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Act of May 26, 1949, as amended 
(5 U.S.C. 15la—151c), relating to the organization of the Department of. State, 
is amended as follows: 

In section 2(b), revise the present language to read as follows: 

“(b) There is established in the Department of State an Office which shall be 
entitled as designated by the President, either Under Secretary of State for 
Political Affairs or Under Secretary of State for Economic Affairs, which Office 
shall be filled by appointment by the President, by and with the advice and 
consent of the Senate. The incumbent of such Office shall receive compensation 
at the rate of $22,000 a year and shall perform such duties as may be prescribed 
by the Secretary of State. Any provision of law vesting authority in the ‘Under 
Secretary of State for Economic Affairs’, or any other reference with respect 
thereto, is hereby amended to vest such authority in the Secretary of State.” 


Mr. Ditton. I do, Mr. Chairman. 

The Cuarrman. Will you make it now? 

Mr. Ditton. Mr. Chairman, the proposed amendment to the act of 
May 26, 1949, as amended, to establish an office in the Department, 
with authority vested in the President to make the office alternatively 
as either Under Secretary of State for Political Affairs or Under 
Secretary of State for Economic A ffairs. 

It will transfer any authority presently vested by law in the Under 
Secretary of State for Economic Affairs to the Secretary of State. 

The new office, appropriately designed by the President, would sup- 
plant the present statutory office of Under Secretary of State for 
Economic Affairs, the office which I presently hold. It would not be 
an additional position. It would continue to be the third ranking 
eae in the Department, next after that of the Secretary and the 

nder Secretary, and it would be filled by the President, by and with 
the advice and consent of the Senate. 

The compensation would remain unchanged. This arrangement 
would provide greater flexibility in the organization of the Depart- 
ment in that it would permit the individual serving as Under Secre- 
tary of State, the No. 2 position in the Department in addition to his 
service as the alter ego of the Secretary, to concentrate on either 
economic or political matters. 

It would permit the individual serving, from time to time in the 
third ranking position, to be assigned, as his primary responsibility, 
either political or economic matters according to the needs of the 
Department. 

It is contemplated that at all times one of these two officers would 
ye handling economic affairs and one would be handling’ political 
affairs. 
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It is proposed to create this office by amending the act of May 26, 
1949, as amended, since this act establishes the principal positions in 
the Department of State. 

As I just pointed out, statutory functions of the Under Secretary 
of State for Economic Affairs would hereafter be vested in the Sec- 
retary of State, as does all other authority presently exercised by the 
Department of State. 

The only function I perform at the present time, which is vested 
in me by statute, is that of serving as a member and Chairman of the 
Board of Directors of the Development Loan Fund. 

It is the Secretary’s desire, if I am confirmed, that I continue to 
carry out these functions and responsibilities as I have done in the 
past, as Under Secretary for Economic A ffairs. 

This would be accomplished by an appropriate delegation of au- 
thority from the Secretary. The flexibility which the provisions of 
S. 1877 provides, both with respect to the assignment of responsibil- 
ities in the Department and to the Secretary’s duties in connection 
with his participation as a member of the Board of the Development 
Loan: Fund, are desirable and will tend to strengthen the organiza- 
tion of the Department. 

I urge the early enactment of S. 1877. 

The Cuarrman. Mr. Secretary, what functions have you been per- 
forming as Under Secretary of State for Economic Affairs that you 
will not perform in your new position as Under Secretary of State? 

Mr. Ditton. If this legislation is passed, I will continue to perform 
all the same functions that I had performed as Under Secretary of 
State for Economic A ffairs. 

The Cuarrman. And in addition, however, you have the obligation 
of acting as Secretary in the absence of the Secretary; is that not 
true ? 

Mr. Ditton. That is correct. 

The Cuatrman. I notice that the senior Senator from New Jersey 
has come into the room. I suspect that he wanted to introduce the 
nominee, but he wasn’t here when we started, but I would like to rec- 
ognize the senior Senator from New Jersey now. 


STATEMENT OF HON. CLIFFORD P. CASE, U.S. SENATOR FROM 
NEW JERSEY 


Senator Case. Mr. Chairman, I can only say in extenuation that I 
was advised by my staff that 10:30 was the time I was to appear; so 
I am sorry. I thought I was being quite early. 

It is a privilege to come before your committee at any time, and it is 
a pleasure to come before your committee on behalf of the nomination 
of Mr. Dillon as Under Secretary of State, who is my friend, my 
fellow Jersian, and a very distinguished citizen of our State. 

This is an act of superogation because this committee knows 
him in his professional capacity in this field perhaps better than I do, 

He is one of our most distinguished citizens, a man eminently quali- 
fied by experience, education, and training for the position that he 
has been designated for. 

I can only say that I know he will do a marvelous job in this ca- 
pacity as he has in the jobs that he has had before, and it is a pleasure 
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and a privilege to express the warmest support for his nomination 
and to urge his confirmation by your distinguished committee. 

The CHarrmMan. Senator Case, did the nominee attend Princeton 
or Harvard ? 

Senator Case. The nominee, as far as I know, went to Harvard. 

The Cuarrman. How do you explain that? 

Senator Casr. All I can say is that you people and my colleagues 
are going to have to change your orientation a little bit. 

To my way of thinking, while Princeton is a great place, Rutgers 
is the intellectual hub of the universe. 

They are both great institutions, and if anybody says that Harvard 
isn’t, In my judgment he speaks for himself in condemnation of his 
own opinion. 

Mr. Chairman, this is just one of the many qualifications, Mr. Dil- 
lon’s excellent education. 

It has been a great pleasure to appear before you and support his 
nomination. 

The CaHarmman. Thank you, Senator Case. 

The nominee for the position of Under Secretary of State is now 
available for questioning if anyone would care to question. 

Senator Green ? 

Senator Green. I have no questions. 

The CHairman. Senator Aiken? 

Senator Aiken. No questions. 

The CuHairmaNn. Senator Mansfield ? 


RESPONSIBILITIES OVER INTERNATIONAL COOPFKRATION ADMINISTRATION 


Senator Mansrievp. Mr. Secretary you are now the Acting Secre- 
tary of State, are you not? 

Mr. Dirtxon. That is correct. 

Senator Mansrreip. Do you exercise a good deal of control over 
the functions of the International Cooperation Administration ? 

Mr. Dixon. I have the ultimate responsibility, although obviously 
the responsibility for the detailed administration is vested in the 
Director of the ICA, but subject to my overall cognizance. 

Senator Mansrrevp. Then you will retain those functions in your 
new position ? 

Mr. Ditton. Those functions are lodged by law in the Secretary of 
State. It is his intention to issue an order which would vest them in 
me in my new position. 


PRACTICABILITY OF LIQUIDATING ICA 


Senator Mansrietp. Don’t you think it would be in the best interest 
of the administration of that agency if it were liquidated and the 
economic functions were put directly into the Department of State 
and the military aid and defense support functions put into the De- 
fense Department with policy guidance from the State Department? 

Mr. Ditton. Well, based on m experience, I would doubt if such 
a drastic action is practicable. ICA’s employees, the great bulk of 
them, are technicians who are either working in the field on the tech- 
nical cooperation program or working here in Washington on back- 
stopping. } 
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These men are specialists. Generally, they do not spend their whole 
life in the service. They go back to their specialty and they do not 
fit ato any category that we have in the State Department in their 
work. 

The work of administering these programs is so large that in any 
way in which it was put into the State Department, it would have to 
be carried as a separate entity. It couldn’t be welded with anything 
else, the administration of this economic and technical assistance pro- 
gram, which the ICA is now doing. 

Regarding the military part of it, defense support functions are 
clearly economic. They are meant to bolster the economic position 
of countries and to reduce the strain on them that may be caused by 
their carrying large military forces. The Department of Defense 
is not equipped to administer that type of a program. 

When it comes to the military assistance program, that could be 
administered either in the Department of Defense as it presently is, 
and the funds might even be transferred to the Department of Defense 
more directly, provided one thing—which I think is most important— 
is done, and that is to be sure an adequate provision is made for the 
Secretary of State to have a strong voice in controlling that operation 
from the political and foreign policy point of view, so that political 
and foreign policy thoughts are carried into and welded into the 
military assistance program. 

If it is given entirely to the Defense Department, with no real super- 
vision by the Department of State, it would lose that and our foreign 
policy as a whole, I think, would lose also. 

Senator Mansrieip. Mr. Secretary, what [ had in mind was that 
the foreign aid program is an arm of our foreign policy. 

Mr. Ditton. That is correct. 


SHIFTING ICA FUNCTIONS TO DEPARTMENTS OF STATE AND DEFENSE 


Senator Mansrrevp. The Congress has tried on two occasions 
successfully—to abolish the MSA in 1953 and the FOA in 1954 with 
pe idea that their functions would be taken over by the Department of 

tate. 

There has been an attempt for some years on the part of ICA to 
create a career service. It was my thought that the best way to handle 
this, instead of putting the ICA halfway into the State Department, 
is to put it all the way in and abolish the agency and be prepared to 
carry on an extensive aid program for an indefinite period. To the 
best of my knowledge, when witnesses are asked a question on how 
long will the program continue, the answer is invariably “indefinitely.” 

So, with that thought in mind I raised the question that perhaps 
ICA should be liquidated and that its functions should be placed in the 
State Department and thereby you could create a permanent type of 
personnel to carry on those most important functions in the field of 
foreign policy. 

I hope you will think about it. 

I have no more questions, Mr. Chairman. 

Mr. Ditton. I would like to make one comment on that. I think 
ICA as such is very solidly in the Department now by the various 
changes that have taken place, particularly the one last February 
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6 NOMINATION OF C. DOUGLAS DILLON 
which delegated to me in my capacity as Under Secretary for Eco- 
nomic Affairs, all the authority of the Secretary over the ICA also. 
The type of career positions that you are talking about are coming to 
be more and more filled by Foreign Service officers. 

We are making a very real attempt to bring in Foreign Service 
officers with economic training back to the Department and to put 
them in ICA for a period so that these economic officers will gain 
experience in administration of the ICA programs. We will bring 
in more and more Foreign Service officers as rapidly as we can. 

The technicians will have to remain separate. If the ICA was 
abolished as an agency, the only result would be that we would have 
to establish an ICA section or division or something of that name in 
the Department of State and there wouldn’t really be any great 
difference in what is being done presently. 

We are working more and more closely. That is one of the reasons 
that for the Director of the ICA we selected a very fine senior 
Foreign Service officer, Ambassador Riddleberger, with the objective 
of carrying out that welding program which you had in mind. 

Senator Mansrietp. Mr. Chairman, all I want to say is that |} 
think the country is extremely fortunate to have a man of Secretary 
Dillon’s abilities going into a position that I am sure he is going into 
when this hearing is concluded. 

The Cuarmman. The Senator from Indiana ? 

Senator Carrnart. Nothing except to say that I think the choice 
of Mr. Dillon is an excellent one, and I support him 100 percent. 

The Cuarrman. The Senator from Oregon ? 

Senator Morsr. Mr. Dillon, I want to say that I have always been 
very enthusiastic about the very fine job you do in the State Depart- 
ment, and I recall last year when you were promoted to your present 
position I raised some questions, entirely impersonal, with relations 
to that. 

I raised some questions with regard to procedure that would be 
followed in the State Department in connection with your appoint- 
ment. 

I also made clear then that I had a very high regard for you as I 
did on the record here in the committee not so many days ago after 
your very fine testimony there. 

I try to look at these problems separate and distinct from the per- 
sonality involved and entirely from the standpoint of a legal proce- 
dure that it would pose from time to time by the State Department. 

Now we have before us S. 1877. Taking you entirely out of the pic- 
ture in referring to your position as occupied by Mr. X and not by Mr. 
Dillon, I want to ask these questions. 





ADVISABILITY OF INCREASING DUTIES OF THE UNDER SECRETARY 


If the function of the Under Secretary of State is that of alter ego 
of the Secretary, when the Secretary is in Washington and acting 
Secretary, when the Secretary is away, do you think it is wise for 
the Under Secretary to take on the additional functions heretofore 
vested in the Under Secretary for Economic Affairs, because as I 
interpret S. 1877 it will permit the Secretary of State to assign to 
the position to which you are being promoted, the very same work 
that you originally did as Secretary for Economic Affairs. 
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I am looking at this from the standpoint of government structure 
by the State Department for the years to come. 

I raise the question as to whether or not as the first Under Secretary 
of State—that is whta you will be if you are confirmed, as I am sure 
you will be and certainly should be—you will be allowed to absorb the 
functions of the Under Secretary of State for Economic Affairs. 

My trouble with this, Mr. Dillon, is that if it was advisable to make 
you an Under Secretary of State to handle Economic Affairs, the pre- 
sumption was, I assume, that there was a full-time job in that post 
for an Under Secretary of State. 

Now, you have done a magnificant job in that field. I have a hunch 
and I may be wrong because you have done such a wonderful job that 
they don’t want to lose your leadership in that position. So we get 
S. 1877 now that would authorize you to take the new post and also 
absorb the old one too. 

Iam just looking at it from the standpoint of government struc- 
ture.. Shouldn’t you be promoted to the new job and someone else 
brought in as Under Secretary for Economic Affairs? 

Now, all I am asking for are the facts. Do you think this kind of 
saving can be accomplished ? 

My next question will be, Shouldn’t we do away with the post of 
economic affairs ? 

Mr. Ditton. Well, Senator, I think I can answer that question. 


NECESSITY FOR TWO UNDER SECRETARIES 


We feel in the Department that under the overall direction of the 
Secretary there is room and necessity for two offices at the Under 
Secretary level; one to handle the economic problems which I have 
handled in the past, and one to handle the political problems which 
were primarily handled by the present Secretary of Beate, Governor 
Herter, when he was serving as Under Secretary. 

We do not feel that there is any particular difference in level as 
economic matters are becoming of such great importance in the world 
today as to whether the No. 2 officer handles the economic affairs or 
political affairs, or vice versa. 

We do feel that we need a man for each position. 

Now, the additional duty, the primary additional duty that will fall 
to me in this particular capacity, is the duty of being Acting Secre- 
tary of State when the Secretary is away. 

There is no denying the fact that that imposes an extra strain and 
to the extent that those duties become larger, I will have to use more 
delegation during those periods on the economic functions to the 
a Secretary for Economic Affairs, and to the director of the 


The same thing was true when the man that was handling political 
affairs in that position took over as Acting Secretary. Then the re- 
sponsibility automatically increases on down the line, with the 
peputy Under Secretary and the Assistant Secretaries of the regional 

ureaus. 
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Actually, when the Secretary is here, even in my present cz peony 
as Under Secretary for Economic Affairs, I have always had to devote 
a considerable amount of time to keeping fully up to date on all politi- 
cal operations of the Department, as well as the economic ones, so that 
I would be ready and able to fill in during a temporary absence or 
attend such things as National Security Council meetings, and so 
forth. 

Under the arrangements which are proposed, I would continue to 
exercise my economic functions pretty much as in the past when the 
Secretary is in Washington. 

I would have somewhat greater responsibilities in regard to the 
administration and personnel activities in the Department, although 
those are primarily handled by the Deputy Under Secretary for 
Administration, Mr. Loy Henderson. 

The only real difference would come, as I say, when the Secretary is 
away. 

The Under Secretary for Political Affairs would continue, while 
the Secretary is here, to handle most of the political work that 
Governor Herter handled in the past. 

He would act as the presiding officer of the Operations Coordina- 
tion Board and would receive ambassadors on political matters whom 
the Secretary did not see, as he did in the past, and I would receive 
them on economic matters when the Secretary could not see them. 

I do think, to answer your question specifically, that there is need 
for two positions at the Caller Bectetary level ; one to handle economic 
and one to handle political matters. I think it can operate effectively 
whichever way that assignment, the No, 2 assignment, is made. I 
think that except for such things as the Development Loan Fund, 
economic and political factors in our foreign policy are moving so close 
together there is no great difference in responsibility. 

Senator Morse. I wanted to ask this question because I wanted to 
give you an opportunity to put the answer in the record. 

One final question: This bill is not being offered by the Department 
of State on any temporary basis in order to meet the qualifications of 
a specific individual unless this happens to be you, but it is a bill being 
offered by the State Department to set up a longtime policy, irrespec- 
tive of any business presently or in the future involved. 

Mr. Ditton. That is absolutely correct, sir. 

The Cuatrman. The Senator from Kansas? 

Senator Cartson. I have no questions. I would like to make this 
comment. I am very happy that the Secretary is before us this 
morning. I feel he has rendered outstanding service to our country. 

I hope we can confirm him. 

The CuHarrMan. The Senator from Louisiana? 

Senator Lone. Mr. Dillon I have always heard the highest about 
you, but I never heard you testify on your nomination. I don’t know 
whether I can vote to confirm you or not. 

I voted for Mrs. Luce and every State Department officer that ever 
came up here. Frankly, though, [ have some criticism of some of the 
things that you have recommended to us to the extent that I have to 
question your good judgment. 

Now, is it all right for me to discuss with you, on the record, this 
$120 million deal to pay off the Greek national debt # 








Soe 


nc 


G 


th 


chs 


pre 
anc 


Mut 








e 
or 
is 


le 
at 


1c 


ver 
the 
» to 





NOMINATION OF C. DOUGLAS DILLON 9 


GREEK NATIONAL DEBT TRANSACTION 


Mr. Dion. Perfectly all right. We discussed it on the record 
last week.* 

Senator Lona. I haven’t even seen the State Department memo- 
randum since that time. I asked you to get the information upon that. 

Would you mind telling me how we happen to have that $120 mil- 
lion held by the Greek Government ? 

Mr. Ditton. As I recall, we began to have counterpart held by the 
Greek Government in 1949. It was after the Greek-Turkey program 
of aid, the so-called Truman program there, went into effect and as 
a result of the Marshall plan. 

We had to extend very massive aid to Greece to rehabilitate her 
from war and from a Communist revolution. In the process of doing 
that, we furnished the Greek Government on a gift basis, a grant 
basis, with certain commodities; things such as tractors, shovels, vari- 
ous things of that nature. 

Senator Lona. Food ? 

Mr. Ditton. Food; things of that type. Those things were sold 
by the Greek Government. 

Senator Lona. To the people? 

Mr. Ditton. Yes; to the people for Greek currency. 

Senator Lone. The people didn’t get any gifts, did they? They 
were not given any / 

Mr. Ditton. In some cases, I think the food was distributed free. 

Senator Lona. Right. 

Mr. Ditton. But pieces of equipment and things of that nature 
were marketed for Greek currency. 

The Greek Government didn’t have foreign exchange and could 
not have acquired it except by gift. 

This currency was then deposited to the account of the Greek 
Government in the Greek banks, and it added up to a very large 
amount. It was 

Senator Lone. About $100 million as of now, isn’t it? 

Mr. Dixon. I think the amount that was left over sterilized from 
the total is about $100 million or $115 million. 

Senator Lona. You dropped that? 

Mr. Dixon. That is correct. 

Senator Lone. Now, what was the understanding of what we were 
going to do with all this money ? 

Mr. Driton. The understanding at that time was that the Greeks 
were going to use this amount of the money to reduce the very large 
debt which the Greek Government had had to incur to finance the 
internal costs of the Red revolution and the war against the Com- 
munists. 

Senator Lone. We were going to use it. to reduce the debt? 

Mr. Dron. The debt the Greek Government had incurred fight- 
ing the Communists. . 

Senator Lone. My understanding—I hope there hasn’t been a word 
changed in that record—was that that money was to be used in some 
project or projects, mutually agreeable to the Government of Greece 
and the Government of the United States. 





*The hearing referred to here and subsequently is the testimony of Mr. Dillon on the 
Mutual Security Act of 1959, May 4, 1959. 
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Mr. Ditton. Well, there was an understanding at that time with the 
Government of Greece, and this was perfectly feasible and allowable 
under the law as it stood at that time, that this particular amount of 
currency could be used to retire this debt. 

Thereafter—I am not sure of the exact date, but I believe it was in 
1953 and 1954—the Congress passed a law prohibiting the use of 
counterpart to retire debt. In this particular case, the legislation we 
are requesting this year is specifically designed to allow us to carry 
through the original understanding with Greece instead of leaving 
this counterpart frozen in the bank as it presently is. 

Senator Lone. Now, that is what you testified to before, Mr. Dillon; 
is it? 

Mr. Dixon. I think it is. 


USES OF GREEK COUNTERPART 


Senator Lone. My understanding is that you testified before this 
committee about that item, that this was an understanding between the 
two governments that this money would be used for mutually agree- 
able purposes. It would be spent by the Government of Greece, but 
the United States would have the approval of the manner in which 
this money was to be spent. You testified when you came up here the 
first time, if I heard you correctly, and I thought I did—I usually can 
hear a person talk and remember some of it—that this money was to be 
applied to mutually agreeable purposes and nothing was said about the 
national debt in your testimony at that time. 

Now, I will be curious to see just exactly where this national debt 
agreement originally came in. But in any event, this was to be for 
mutually agreeable purposes ? 

Mr. Ditton. Mutually agreeable purposes which includes, of course, 
the retirement of this debt, if it was mutually agreeable. 

Senator Lone. As I say, it includes it, and we agree to it. 

Mr. Ditton. That is right. 

Senator Lone. Those mutually agreeable purposes for this $100 
million could have been things that people could see and understand, 
like roads and highways ei housing projects and schools and free 
school books—to help the working people, and thinks like that—things 
that the Communists would have to see right along with the free world. 
That could have been the kind of mutually agreeable purposes that we 
had in mind when we talked about spending this $100 million, couldn’t 
it. 

Mr. Dixon. No, sir; you oversimplify it. This was not 100 million 
dollars. This was 100 million dollars worth of Greek drachmas. 

Senator Lone. I understand that. 

Mr. Ditton. The drachma could only purchase things that were 
present in Greece. They could not purchase any machinery, any 
steel, any concrete, anything like that which came from outside Greece 
and was needed for the roads. It could only be used within Greece to 
pay local currency costs. 

It was clearly the opinion of both governments—and I think facts 
will bear that out as we will show in the memorandum to be sub- 
mitted—that expenditure of those drachmas at that time would have 
resulted in, or at this time would result in, a major inflation in Greece 
which would be of no benefit to the whole Greek people because it would 
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simply depreciate the currency in Greece, and so for that reason they 
have not been spent. 

Senator Lone. Now let me just ask this question: You fellows talk 
about spending money being inflationary. One good thing about in- 
flation, the only good thing that you can say about it, is that it affects 
all money alike. If you and I both have money and we inflate it, then, 
of course, it hits you and me both alike. About, say 5 or 10 or 15 per- 
cent of our money is depreciated, and we both lose that much. ‘This 
inflation control program you want is one where I would burn up my 
money, just destroy it, flush it away, or dispose of it somehow, and 
thereby increase the purchasing power of your money. Is that cor- 
rect? Is that the kind of anti-inflation program you are talking 
about just to take our foreign aid money and cancel it off the books ? 

Mr. Ditton. Our foreign aid money was spent when we delivered 
American goods to Greece. 

This is now Greek drachmas that the Greek Government owns. It 
is not foreign aid money belonging to the United States. 

It is not necessary, of course, to retire this debt if the Congress 
should feel that this was not a wise thing to do. It is perfectly pos- 
sible to keep these drachmas as they have been kept for the last 5 or 
6 years simply on deposit in the Greek bank where they are not used. 

Senator Lone. Would it also be possible for us to go to the Govern- 
ment.of Greece and say, “Now here is a desirable thing, a housing pro- 
ject at low rent for the working — it might help to keep down 
communism.” Would that be perhaps a desirable thing to do? 

Mr. Ditton. The housing projects are very desirable, but if they 
were paid for with this money—which you realize is not actual printed 


money—it would be necessary for the Greek Government to run the 
printing press to get this money. 

If they then use that money, that would cause inflation in Greece 
which would hurt all the rest of the Greek people, although the few 
people who have enjoyed the housing 


GETTING AID TO THE GRASSROOTS 


Senator Lone. Some of those few people happen to be poor folks 
who were getting a lousy deal out of the way things were going. That 
might help them to resist communism, might it not ? 

Mr. Ditton. The people that got the housing would benefit and the 
others that didn’t get it would see their small pittance reduced in value. 

Senator Lone. You say their small pittance would be reduced in 
value. Here is what concerns me, a little man coming over from Singa- 
pore. They say, the Senator says, “Mr. Lee, what do your people 
think of us?” 

The little fellow says, “Well, Senator, I would be embarrassed to tell 
you unless you insist on it.” 

The Senator says, “I would like to know the answer.” 

He says, “They think you are collupt.” 

The Senator says, “I don’t quite get the word.” 

He says, “Collupt.” 

The Senator says, “Do you mean corrupt?” 

He says, “Yes, sir, that is the word—collupt.” 

The Senator says, “Why do they think that?” 
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He says, “Senator, those people over there say we don’t know any- 
thing about communism because we have never really had it. It is 
just a theory. We don’t believe the Communist lie half the time. 

“We understand the corruptionist very well. We have had them 
all our lives. We despise them. So when your people come over to 
our country, they don’t meet with little folks or little everyday peo- 
ple. They meet with the corruptionists, our corrupt politicians, and 
we see them drive down in these big limousines together. See what I 
mean—birds of a feather flocking together. That fellow must be 
a corruptionist too. Then they proceeded to go about their business 
and they go somewhere and the Communists say, ‘See there, there is 
that crooked American politician over there getting his head together 
with your corruptionist, and they have some deal working so he is 
going to take the American taxpayers’ money and split it with your 
corruptionist, you see.’ ” 

They say that they don’t hold this against the American people, 
that they don’t hate them for putting up all this money for the 
politicians. 

They say, “The only folks we hate there is their Government, their 
corrupt politicians running the place.” 

Now if you could find some way to get this money down where a 
poor man could lay his hands on a single drop of it, that would be 
proof that the poor man benefited from the foreign aid program and 
not the big boy. 


AMERICAN OPINION OF FOREIGN AID 


Let me show you what a lot of Americans think about the program. 
Il was driving down here with a taxi driver. He is complaining 


that he is only living on a $50 a month social security check, and he 
says his rent costs him $45 a month and that is why he drives the beat- 
up cab, although he is 67 years old. 

I say, “Why doesn’t the Government give you more money ?” 

He says, “I don’t know. I guess things are hard all over, not good.” 

I said, “Do you think the foreign aid program has something to 
do with it?” 

He says, “It has got to have something to do with it. You don’t 
think the Government can afford much for me if the Government is 
giving all the money away to politicians all over the world, do you” 

I said, “What do you mean by ‘the politicians’ ?” 

He says, “You don’t think they give it to the little fellow, do you? 
They give it to the guy in charge. They don’t stick around to see 
what happens.” 

BENEFITING THE LITTLE MAN 


I would say in Greece, if you want to make some demonstration on 
the side of the poor folks, you ask the Greek Government to make a 
deal to get that $100 million and advertise that somebody is going to 
throw that $100 million from the top of the Acropolis and let it drift 
down to the marketplace below and you will get a lot more value for 
your money. 

The kind of aid program we got fails to get results in spite of the 
American people paying all this money and causes us to be pictured 
all over the world just exactly like pictured in the book “The Ugly 
American.” 
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We loan all this 


















Here is something else you testified to before. 
money to all these different countries. We had good, sound currency, 
at least we tried to make it sound, and then raise the interest rates so 
that a man has to pay 10 percent extra to rent an apartment or buy ¢ 
home and in doing that, we try to make our currency good. Then we 
lend all this money to the other countries so that money is to be used 
for desirable purposes. 

Now, we have no hope of ever getting it back, and you know it as 
well as I do, but on the other hand, we “hope to see some benefits for 
our money. 

In the southeast Asian countries you are just getting the money into 
the country and then they start the bed stealing because they under- 
price things by up to 1,000 percent. 
































MAINTENANCE OF VALUE PROVISION 





We have a stipulation to try to offset some of this money. It is a 
maintenance-of-value arrangement; that if we maintain the value of 


our currency and they don’t maintain the value of theirs, they 
have to put up more currency to carry out these purposes. 

You testify here that you have managed to succeed in getting flex- 
ibility to dispense with these maintenance-of-value arrangements. 

Why? For the reason, as I understand it, that if you don't do it the 
countries might not take our money. 

It isalla cift anyway, and my guess is that if you insist on getting 

value received for your money you will be able to give it toa number 
of them. 

Some of them might not take it as a gift, but a lot of them will, and 
it is not going to get you anything back for it. 

That is what I believe you testified for, and there is no way on earth 
that you can persuade me. That is costing us billions of dollars every 
year to get practically no value whatever for it. I can vote for Mrs. 
Lue e tomorrow, and if she should say anything about President Roose- 
velt or about me in a political campaign, I would still be delighted to 
vote for her if I thought she was doing her job well and looking after 
her country’s interest. 

But what you have testified to here, and if you really believe in it, 
and it is not something sent down to you as our program, I can’t sup- 
port you because in my judgment those things are absolutely fool- 
hardy. 

Mr. DILLON. Senator, 1 would just like to correct the record in one 
respect as to this maintenance-of-value provision. That still remains 
whenever we furnish dollars to another country and require repayment 
in their local currency. We require the full value in local currency 
with the maintenance-of-value clause. 

Senator Lone. Didn’t you recommend that that be dispensed with ? 

Mr. Ditton. No, sir. 

Senator Lone. We will check the record and see, 
impression. 

Mr. Ditton. It was dispensed with only in cases which are quite dif- 
ferent where the foreign countries have purchased from the United 
States a surplus ar eicultur al crop at one time or another for local cur- 
rency under Public Law 480 at which time we have not had dollars but 
local currency which we have received for these Publie Law 480 ¢ rops. 
40696 
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In the relending of that local currency which again brings no new 
assets into the country, as rec eipts have ‘already gone in w ith for elon 
crops, in that connection the maintenance of value clause has been 
dispensed with. 
THE FOREIGN AID PROGRAM 


Now, as to the general tenor of your feelings, I certainly am a 
strong supporter and will continue to be of the “foreign aid program 
asa whole. If your feelings about the foreign aid program are such 
that you feel that anyone who is a supporter of that program, which 
includes the President of the United States and the former President 
of the United States, are not fit to hold office, we have a difference 
there. 

Senator Lone. Please understand this, Mr. Dillon. I am for a 
foreign aid program. I am against getting no results with it, and 
that is what we have been doing with the last $100 million. 

We have had a little result from the military program where you 
sent arms for a government in position to take care of itself, but 
time and again there is all sorts of racketeering and graft being 
exposed, 

We couldn’t get your Department to do anything about it. Here 
we find the most foolish sort of decision is being made, playing right 
into the hands of the Communists, where a wise decision could have 
been made and gotten us fantastic benefits with the money going 
into the program. 

We just find that no, we couldn’t forget the wild decision made 
and reverse the unwise one. I think we can get some of it done. 

I signed a so-called unanimous report from this committee and 
your President made reference to this unanimous report, but there 
were certain things recommended that should be done in there. 

One was that we should tell these politicians down in southeast 
Asia that they can no longer handle their currency in such a way 
that we lost two thirds of the value of what we are sending on the 
first transaction, just because they traded their currency at a place 
where it is three times as high as it should be. We eventu: uly got 
rid of this practice in 3 years. I offered an amendment on the floor 
to try to do something about it. I couldn’t get this committee to vote 
for the amendment because of the activities of the able State Depart- 
ment, even though the President was talking about this unanimous 
recommendation of the committee. 


WASTE IN FOREIGN AID PROGRAM 


Senator Russell said on the floor at that time, he said if the com- 
mittee won't follow its own recommendations, I suppose the money 
you fellows spend investigating the foreign aid program can be called 
a waste then. 

It is the thing of just wasting the money without getting any value 
out of it; money that somebody has to pay for here in this country 
that I object to. 

It is the kind of thing that has been described as poorly using our 
facilities, and in some cases, just wasting it entirely. 

Now, if you would make some sense out of this program you would 
have the enthusiastic support from this Senator. 
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I supported it until I saw how foolish it was. I took a trip around 
to a few places to see how it was being handled and learned enough 
about it to convince me that the only thing I could do was vote 
against it in protest against the horrible administration of it. This 
is the sort of thing I complain about. 

The Cuarrman. Has the Senator completed ? 

Senator Lone. Mr. Chairman, I believe the witness cared to com- 
ment on what I said. 

The CHaiman. Oh, I am sorry. I thought he had had his say. 

You may say what you wish, Mr. Secretary. 

Mr. Ditton. All I wish to say was that any difference of opinion 
apparently is in regard to the overall effectiveness of the program. 

I think on the record we have received substantial value and eco- 
nomic development and good will throughout the countries in which 
we are working. 

I do not claim no mistakes have ever been made. Of course they 
have been made in a program this big. 

We are doing our best to rectify those mistakes. 

This currency reform we succeeded in obtaining last fall in Laos, 
and now that situation is the best that has ever been in that country. 

I think our general results, if you look at the overall results for the 
money we have spent, has been good and worth while. 

That is all I have to say. 

The CHamman. Senator Lausche, did you have a question ? 


BACKGROUND OF WITNESS 


Senator Lauscue. Mr. Dillon, when did you first become associated 
with the Federal Government ? 

Mr. Ditton. I was sworn in as Ambassador to France on the 28th 
of February 1953. 

Senator Lauscur. And served as Ambassador to France until some- 
time in 1957; is that correct ? 

Mr. Ditton. That is correct. I left France at the end of January. 
I think my service technically terminated at the time I was sworn in 
as Deputy Under Secretary of State here. 

Senator Lauscure. You were Ambassador for 5 years, and since 
that time you have been in the Department of State in various 
capacities / 

Mr. Ditton. Yes, sir; I was Ambassador for 4 years and have been 
in the Department of State ever since. 

Senator Lauscue. And in the Department of State, you have risen 
from one position of responsibility successively to higher positions 

Mr. Ditton. That is somewhat correct. 

T held the position of Deputy Under Secretary for Economic Affairs. 
It was denied in view of the greater importance, the growing im- 
portance, of economic affairs in our overall national and foreign 

olicy, that it was advisable to establish that same office at a higher 
level: So I have been doing the same work. 

Senator Lauscne. Except for this period of service from 1953 
down to the present date, you were always otherwise engaged in pri- 
vate enterprises; is that correct ? 

Mr. Dixon. With the exception of four and a half years in the 


U.S. Navy during World War IT. 
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Senator Lauscue. Excellent. Now, then, tell me did you train 
yourself at Groton or Harvard for foreign service work ? 

Mr. Dirxon. I was particularly interested in this aspect when I was 
at Harvard as an undergraduate. 

I specialized in American histor y and literature and wrote my honor 
thesis on the aspects of our foreign policy, namely, the Spanish-Amer- 
ican War. 

Senator Lauscue. In any event, from the time of your graduation 
at Harvard and 1931 you were in private enterprise / 

Mr. Ditton. That is correct. 

Senator Lauscne. Did you study language at Groton ? 

Mr. Ditron. I studied Frencl 

Senator Lauscur. Now, then, the purpose of my inquiry is to ask 
you how, when you did not specialize in training for this service, 
have you been able to develop into such an excellent member of the 
State Department ? 

Now, how did you do it? It does demonstrate that one can become 
a good servant in the State Department without having to give a life- 
time to it. 

The Cuarman. His interest before he came in here was certainly 
not unrelated to his responsibilities in the State Department for a 
number of years. 

Senator Morse. There are always exceptions to those rules. 

The Cuarrman. Is that all, Senator? 

Senator Lauscuer. Yes. 

The CnHarrMan. Senator Church ? 








AMERICAN COUNTRIES 





BUDGET OF 





REDUCING MILITARY LATIN 











Senator Cuurcu. Mr. Secretary, 2 years ago, in company with the 
distinguished Senator from Indiana, I had the pleasure to attend the 
Economic Conference at the Association of American States in Buenos 
Aires as an observer of the Senate, and it was a happy occasion for me 
because I got acquainted with you at that time. 

Do I remember correctly, and I think I do, that the Secretary of 
the Treasury, who was leading the American delegation at the Con- 
ference, recommended to the Latin American nations that it would be, 
in the judgment of the Government of the United States, helpful in 
promoting the economic well-being of the Latin American people 
and the economic development of their countries if they would lessen 
the burden of their military establishments ¢ 

Mr. Dirton. That is correct. He made a statement of that order 
in his opening statement. 

Senator Cuurcnu. Does that remain the official view of the ad- 
ministration or has there been a change in that view / 








REASON FOR INCREASE IN MILITARY ASSISTANCE TO LATIN AMERICA 








Mr. Ditton. No; I think in general the view of the administration 
is that there are great needs for economic development in Latin 
America and therefore it is advisable that military forces be kept to 
the minimum deemed necessary by each country for their own internal 
security purposes, plus certain minor aspects of continental defense 
which are almost solely concerned with antisubmarine warfare; a few 
airplanes to patrol the coasts and a few ships for that purpose. 
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Senator Cuvurcu. Mr. Secretary, how does this official viewpoint 
of the administration, which I concur with, square with the fact that 
our military assistance program to the Latin American countries has 
tripled in the last: 3 years, going from some $30-odd million to nearly 
$100 million in this year’s program ? 









MISSILE TRACKING STATION 
Mr. Di.ton. One of the reasons for the increase has been an agree- 
ment, or is the result of an agreement, with Brazil which is a separate 
and unique agreement in Latin America. This arrangement was en- 
tered into as a part of the negotiations which led to Brazil granting 
to the United States some necessary facilities for our missile track- 
ing stations in the Atlantic Missile Range and in the course of which 
the Brazilians said they needed more equipment for their armed 
forces, and the United States agreed to supply that equipment more 
or less as a quid pro quo for the missile range facility. We are still 
delivering equipment under that agreement. 

Senator Cuurcn. If we agree to supply this equipment to Brazil 
and if this is one of the important factors in our striking increase 
in our military assistance program, isn’t it important for the American 
people to know what the details of that transaction are and why 
is it that. details of that transaction have been and are now classified 
information ¢ 

Mr. Ditton. It has generally been the case that all our details on 
military programs have been held classified because as a general rule 
it does not appear to be advisable to publish these det ails s so that they 
would become well known to the Soviet Union. 

On the other hand, it may be a case can be made for one making 
more public about one program than another, but it seemed very 
hard to draw the line on a particular program. 


IN BRAZIL 





CLASSIFICATION OF INFORMATION ON PROGRAM 





The Cnarmman. I wonder if the Senator would yield? I had 
forgotten a moment ago that the Secretary will come before this com- 
mittee tomorrow in executive session on this subject. 

It is more proper to be discussed in executive session. 

Senator Cuurcn. Mr. Chairman, the subject you refer to is the 
subject of the transaction with Brazil? 

The Cuarrman. No, of classification and secrecy, in general. 

The Secretary will be before the committee on that general subject 
tomorrow, the subject which the Senator spoke to me about before 
the meeting. At the time he spoke to me, I wasn’t thinking about 
the meeting of tomorrow with regard te pursuing this. 

Senator Cuvrci. Is the session tomor row, Mr. Chairman, a public 
or executive ¢ 

The Cuamman. Executive. 

Senator Cnurcn. Mr. Chairman, I wonder if you would indulge 
me ? 

The CHatrman. I certainly will indulge the Senator if he wishes 
to question the witness. 

Senator Cuurcn. | will tell the chairman why I feel I should at 
this time. I will net ask the Secretary to reveal any classified infor- 
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mation with respect to any of these transactions, and I think it is 
appropriate that we take up the details in executive session. 

On the other hand, I think it is very important that we examine 
the reasoning for the classification of all this information in public 
session because this, it seems to me, relates to the vitals of the demo- 
cratic process in a very important way. 

Therefore, I think it is incumbent upon the administration to ex- 
press the reasons why so much of this information is classified. 

The Cuarrman. Well, in general terms, I think the Senator is right 
but not on a specific type. 

Senator Cuurcu. Very well. Then if I may pursue the questions 
for the reasons I have indicated, I think, Mr. Secretary, there is very 
good reason to question the propriety of our program in South 
America when our own Vice President is mobbed in the streets. There 
is some reason to question publicly the extent of our popularity in 
Latin America. I think there is some question with regard to what 
part military assistance, the furnishing of weapons has played in 
the shocking deterioration of American prestige in our neighboring 
countries to the south. 


EFFECT OF MILITARY ASSISTANCE PROGRAM IN LATIN AMERICA 


Have we supplied weapons and equipment to the regime of Perez 
Jiminez, or is that classified, in Venezuela ? 

Mr. Ditton. No, not as far as I can recollect, but I would like to 
have the opportunity of refreshing my memory on the long past. 
But our present programs and the ones we have had with Venezuela 
in the past have been sales programs whereby we have sold to Vene- 
zuela for dollars the military equipment which they desired to buy 
and I would say a large part of our overall Latin American program, 
which is not very large, is in the category of sales programs. 

Senator Cuurcu. But weapons were sold to that regime ? 

Mr. Ditton. That is correct. | 

Senator Cuurcu. You think that the sale of American weapons to 
Perez Jiminez was a factor in the anti-American feeling that de- 
veloped in Venezuela? 

Mr. Ditton. No, I do not. The same program is continuing now 
to Venezuela, and I don’t think that that particular program had any 
influence on the general feeling. 

Senator Cuurcu. Have we supplied in the past, under our military 
assistance phase of the mutual security program, weapons to the 
Batista regime in Cuba? 

Mr. Ditton. Some equipment was supplied to that regime, yes. 

Senator Cuurcu. Isn’t it true that the equipment was supplied at 
American expense to the regime up to a few months before Batista 
was overthrown by Castro? 

Mr. Dron. I think it was up to about a year before. I think, 
as I recall, and again I would like to refresh my memory for the exact 
date, as I recall it, was early spring of 1958 or winter of 1958, about 
February or March. 

Senator Morse. March 8, 1958. 

Senator Cuurcu. You think the supplying of these weapons to the 
Batista regime was a factor in the hostility that is now in evidence in 
Cuba toward the United States? 
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Mr. Ditton. I am certain that the forces that were opposed to the 
Batista regime that were rallying around the present Prime Minister 
of Cuba, Mr. Fidel Castro, probably were not happy about the fact 
that some of the arms that the Batista regime had came from the 
United States. 

However, once the revolutionary movement got to a point where it 
was clearly a major movement, we ceased furnishing arms so as to 


no longer be subject to any charge of interfering in the local affairs 
of Cuba. 


THE NATIONAL INTEREST AND THE MILITARY ASSISTANCE PROGRAM 


Senator Cuurcu. Well, I think, Mr. Secretary, that there is much 
reason to believe that the program of this Government to supply arms 
to regimes in South America is not only suspect but has done much 
to contribute to the deterioration of American prestige and popularity 
in South America. 

When the Secretary of Defense, Mr. McElroy, was up here the other 
day, in questioning him as to what national interest of ours is served 
by the furnishing of these arms, he said that the interest of the United 
States that was served was in the form of such assistance as these 
countries might render to the defense of the hemisphere. When we 
queried him as to just what kind of assistance is really effective and 
which he had in mind, he said that it wa~ principally related to anti- 
submarine defense. I think that you, , ourself, have said that this 
morning. 

Well, now, if that is the national interest intended to be served 
by this growing military assistance program, I think it is very per- 
tinent for us to inquire and inquire publicly as to the kind of weapons 
that are being supplied in order to ascertain what relationship they 
have to the objective that we say is being served. 

Certainly, if we are supplying trucks and machineguns and car- 
tridges and jet fighter planes, then it might be questioned whether 
this kind of program has made it related to the objective of anti- 
submarine defense. 

Yet I can’t put these questions to you in public session and call 
upon you to reply because all of this information is classified. 

Mr. Diton. Well, Senator, I think that is a very legitimate con- 
cern. The Congress last year, in an attempt to reach at this problem 
and at the same time not destroy the necessary classification of our 
military assistance program, did pass an amendment with which I 
think you are familiar requiring the President personally to certify 
that military assistance programs to Latin America are in accord 
with our defense plans and our national security. That is a new 
ment, a new requirement, and he has done so for the programs 
this year. 

The objective there is to force this thing clearly to the very highest 
level to be sure that we do not have programs that might not contribute 
to hemisphere defense. 

When it comes to the sales aspects of these programs, you come into 
a different problem which is that on the sales side, if we do not sell 
goods, if we refuse to sell them, someone else can step in and fill that 
void and that has been done. 










20 NOMINATION OF C. DOUGLAS DILLON 








PROCEDURAL DISCUSSION 

The British have sold equipment. 

The Cuarrman. I ie if the Senator will yield once more for 
me to suggest that this whole matter will be taken up tomorrow. If, 
after he has heard the full justification of the Department, he isn’t 
then satisfied, he can use his own discretion. 

But I submit that not having had an opportunity to go into the 
details of classification before the committee, it is premature to try 
to examine the Secretary now on his confirmation, unless the Senator 
feels he wishes to vote against the candidate because of this program. 

I don’t think this particular nominee is primarily responsible for 
the secrecy of the program. I think the Senator should wait and 
give him an opportunity to develop their policies in this respect, fully, 
without going into it in public session at this time. 

Senator Morsr. Mr. Chairman, I want to raise a parliamentary 
point, most respectfully, tothe chairman. 

I understand fully the fine intent of the chairman in the observation 
he has just made, but, on the other hand, I respectfully disagree with 
him because this nominee is before us for confirmation. 

The Senator from Idaho I think is making a great contribution 
in the position he is taking on this committee in opposition to the 
serious trend toward government by secrecy in this country, and I 
think it is up to the Senator from Idaho to determine whether or 
not his questions are pertinent to the examination of this nominee for 
confirmation. I hope we don’t start establishing a precedent in this 
committee where there is going to be any interference whatsoever on 
the part of anyone on this committee, including the chairman, on the 
line of questioning by the representative from the sovereign State 
from which he is elected to ask any nominee anything he wants to ask. 

I want to say most respectfully to the chairman that all the chair- 
man has to do is to suggest to the Senator that he ought to desist from 
the line of questioning and it places that Senator, I think, in a very 
difficult position, and I for one am going to object to any interference 
with any Senator in asking any questions he wants to ask the nominee 
before this committee for confirmation. 

The CHarrman. The chairman is well aware from many years of 
experience that neither the chairman or any one else can stop the 
Senator from talking. 

I am only suggesting that the Senator from Idaho, who has not 
been on the committee very long, should at least expose himself to 
the explanation of the Department on this very sensitive subject before 
he undertakes in public session to go into this matter. 

He has already referred to testimony by the Secretary of Defense, 
made in executive session, and necessarily requiring observation by 
the nominee. It certainly is questionable, marginal at least, as to 
whether these should be made in public session. 

Afterward, if he insists upon his right to proceed, he may proceed. 
All I am suggesting is that in view of the fact he has not yet had this 
testimony, that it might be wise to wait. I hope the Senator from 
Oregon knows that I am not foolish enough to try to stop him or any 
other Senator from talking as long as he would like. 

Senator Morse. Will you yield ? 

The Cuatrman. The Senator has the floor. 






















































He can yield. 


a 


rf 





NOMINATION OF C. DOUGLAS DILLON 21 






Senator Cuurcn. I will be glad to yield tothe Senator from Oregon, 
but let me say, Mr. Chairman, that I have not alluded to any state- 
ment made by the Secretary of Defense in executive session. 














































wr I alluded to the statement made in public session as to the objective 
f, that the military assistance program served. 
"t I would like to have the record corrected in that regard. 
I yield to the Senator from Oregon. 
Ts Senator Morse. I might say to the chairman, for whom I have great 
ry admiration, but I don’t think it is any longer a question between the 
or Senator and the chairman. 
n. If the Senator from Arkansas, as chairman of this committee feels 
or that the suggestion he makes to the Senator from Idaho should be 
rd carried out, then the further hearing on this nominee should be post- 
lv, poned until that executive session tomorrow, and we will let the Sena- 
tor from Idaho decide whether or not he wants to ask any further 
ry | questions of this nominee in public hearing. 

I want to say that I think this question as to the position of this 
on nominee on this whole matter of classification and maintaining 
ith secrecy—for example, the deal with Brazil on the tracking matter 

which has to be kept secret as of now but which, in my judgment is an 

on outrageous arrangement to the great detriment of the taxpayers of this 
che | country—is a matter that ought to be considered to the extent that 
1 I | you can in public session, when this nominee is before us. 

or The Cuatrman. I surely have no opposition to the proposal that 
for | the witness be examined in executive session. 

his About all I am suggesting is that this particular matter—and it is 
on | the only matter I can think of at the moment—not be gone into too 
the | far until we have had an opportunity to examine the basis and reasons 
ate | for the policy on the classification. 

isk. Senator Morse. I don’t want to quarrel in public with the chair- 
alr man. 
“om I do think it is a matter for the discretion of each Senator. 

ery The Cuatrman. I agree with that. 
nce Senator Lone. Will you yield? 
nee The Cuarrman. The Senator has the floor. 

Senator Cuurcu. Mr. Chairman, I tried to explain the reason for 
s of | my putting these questions to him in public session. 
the Senator Lone. Mtr. Chairman, might I ask the Senator to yield? 

I want to associate myself with what the Senator from Oregon says. 
not I know it is kind of irritating to the presiding officer to have a 
f to | question asked that he might not have asked himself or one that 
fore | brought forth an answer that he does not agree with. But some of us 
do feel, as junior members, that we have a right to get certain in- 
nse, | formation, even though it might not particularly be in accord with 
1 by | the chairman’s views. 
is to Now at the moment, I thought the answer to a question, if it brings 
forth an answer that the chairman doesn’t agree with, either the com- 
ceed. | mittee has been in session too long or we better go home or perhaps 
this | interrupt another Senator. 
from As far as I am concerned, I very much dislike to irritate the pre- 
any j 


siding officer, and I do like to get certain information from time to 
time, and I associate myself with the position taken by the junior 
Senator from Idaho and Senator Morse. 
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CLASSIFICATION OF INFORMATION 


Senator Cuurcu. Mr. Secretary, I want it clear for the record that 
I do not hold you personally accountable for the shaded information 
that largely pervades this book with respect to the mutual security 
program. But I do think that it is pertinent to the inquiry that is 
the subject of business of this committee at the moment, to ascertain 
your general view with respect to the problem of creeping conceal- 
ment that seems to me to afflict our foreign policy in general and 
mutual security in particular. 

Now, I think this is pertinent because I have great respect for you, 
as I think you know, and I intend wholeheartedly to vote for your 
confirmation, but at the same time it seems to me that in this world 
there are many advantages that the Communists have in their strug- 
gle for world domination. The one advantage we have, and perhaps 
the most important advantage, is freedom itself and freedom can 
only live in an atmosphere of free discussion and free debate. 

There isn’t anybody in the Soviet Union that is going to tell Mr. 
Khrushchev that he is in serious error with respect to some phase 
of his program. 

If democracy has any strength, its strength lies in the fact that a 
free press and a critical press can point to defects in public programs 
and to the ways that these programs are failing to serve the national 
interest. The debate that occurs on the floor of the Senate utilizing 
these facts can thus help to reshape these programs and strengthen 
them. 

Now it is very difficult for us to do that if all of the detailed infor- 
mation is classified. It cannot figure in the debates. It cannot figure 
into a discussion, an analysis of the program in the public press. 

Therefore, I am concerned about this, and I think it is pertinent 
for this committee to know what your general viewpoint is regarding 
the question of growing classification of information as it applies to 
mutual security and the foreign policy of this country. 

Mr. Dixon. I would be delighted to answer that question. I don’t 
think I agree with the premise that there is any growing classification 
in the mutual security program. 

I think that an examination of previous years’ presentations would 
show that the area of classification is being gradually restricted. 

I know we have made efforts because we sincerely believe, and I sin- 
cerely believe, that the maximum information should be gotten to the 
American people. 

The only way we can get full support for this program, which I 
consider to be vital, is for the American people to fully understand it. 

That does require a maximum of information, so I do share your 
views entirely in that regard. 


REASONS FOR SECURITY CLASSIFICATION 


There are two areas in which we have maintained classification. 

One of those has to do with the military aspects of the program, and 
it has been the administration’s policy, and is, that the military assist- 
ance program, the details of it, the type of weapons and so forth, 
should be classified. 
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The other area is the foreign policy consideration and primarily 
that is the classification which we presently have for the programs; 
the amounts of the programs and the details of the programs which 
we are requesting for a coming year and the reason for that has been 
simply that our experience has been that these programs never de- 
velop the way they were originally requested. 

Usually there are substantial reductions in the overall appropria- 
tions requested of the Congress which require a very substantial re- 

rograming by the Defense Department, by the Department of State 

y the ICA, after we know what funds we have gotten. 

This inevitably leads to changes in the amounts that have been 
planned for individual countries, and they are not all even. 

In other words, if there is a 10-percent reduction in the program, 
it is not always practical to reduce every request by 10 percent. One 
may be reduced 40 to 50 percent, and another much less. For that 
reason we have felt that it 1s advisable to keep future programs classi- 
fied lest there be serious misunderstanding among our allies, to the 
effect that there had been some sort of commitment. 

They don’t understand in detail our procedures and might feel that 
that commitment was not being lived up to, or that one country had 
been favored at the expense of another. 

We do release from classification all the facts about the economic 
side of the program as soon as they become definite and are facts, and 
we wish to continue that. 

Senator Cuurcu. I can understand the reasoning with respect to 
projected requests that may be changed by the Congress, but does the 
amount of military assistance given a particular country after the 
Congress has acted and after the program has been placed into effect 
remain classified ? 

This reasoning wouldn’t apply to that situation, would it? 

Mr. Ditton. It wouldn’t apply to it. I said there were two areas 
that had remained classified. One is the general one on which we are 
inagreement. The other one, military assistance, has been the admin- 
istration’s position and in this the State Department is not alone. 

There is a strong support for this fact. I think the primary motiva- 
tion comes from the Department of Defense and from the services, from 
the Joint Chiefs of Staff, who felt that detailed items in our military 
assistance program should be kept secret indefinitely so that the types 
of equipment that are furnished the countries would not be known 
in detail by the Soviet Union. 

Senator Cuurcu. I can see, Mr. Secretary, where there would be 
areas where the threat of the Soviet Union would call for military aid 
close to the borders of the Soviet Union and where this would be a 
consideration that might justify retaining the classification, but in 
areas as remote from such a threat as Latin America, I just cannot see 
how the reasoning applies. 

Mr. Ditton. Certainly it is different. There is much less threat of 
force at that distance. I agree. 

Senator Cuurcu. I am not going to proceed further in this line of 
question, Mr. Secretary, but I just want to get your reaction to this 
problem which I think is a very serious one. I am hopeful Congress 
can initiate action that will begin to strip from this program unneces- 
sary classification so that the public has a better opportunity to know 
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what it is. I think that where military assistance is concerned, this is 
very necessary in order that we can determine whether or not the pro- 
gram is in fact related to the national interest itself which it is intended 
to serve. 

Latin America it seems to me is an area where we need more open- t 
ness and less secrecy. 

The CuarrMan. Senator Humphrey 4 





Senator Humpurey. Just a few questions to the Secretary, Mr. - 
Dillon. h 
First of all, I am one that is pleased that you have been nominated t} 
for the important post as Under Secretary. fe 
This is a critical post in our Government. You will, in this post, 
serve as the alter ego, so to speak, of the Secretary taking on the re- . 
sponsibility when the Secretary is away or for any reason incapaci- sy 
tated. 
Just one or two questions. de 
of 
LONG-RANGE ROLE OF FOREIGN ECONOMIC POLICY bs 
Mr. Secretary, do you view our responsibilities in the role of foreign ru 
economic policy as short range or long range ? | 
Mr. Ditton. Our basic responsibilities are both, but the most im- ch 
portant are the very long-range ones. | ral 
Senator Humpurey. Do you believe that we are going to be con- to 


fronted with the necessity of economic assistance in the form of loans, of 

posteconomic assistance in the form of some grants in limited areas the 

for a period of time beyond 1 year, beyond even 5 years ? 
Mr. Ditton. Yes, sir; I do. 


& 


Senator Humpnurey. In other words, your view is that our responsi- . 
bility as a leader of the free nations will place upon us the burdenas | TF 
well as the opportunity of economic assistance, economic develop- | fibe 
ment, economic planning for a considerable period of time ? I 

Mr. Ditton. Thatis correct. That is my view. Pre 

Senator Humpnrey. You believe it would be wise for the Congress s 


of the United States in its designing of legislation to include within | Me 
its legislative proposals long-range considerations ? \ 


Mr. Ditton. I do. | mal 
Senator Kennepy. You are familiar with the proposals which have | t 
been made by the chairman and some of us who have joined with | that 
him relating to the Development Loan Fund. om 
e | 


Mr. Drtton. That is correct. 
Senator Kennepy. Do you feel that those proposals are justified by | , 5 
the international situation ? ing 
Mr. Ditton. As I stated previously, we feel that the long-range as- | SU&s 


pect of development is vital as the President stated the other day in | year 
commenting on the chairman’s amendment, and we fully support that. | of th 
We have not come up with the specific program this year, for the Y 
reason that we felt that we would be on more solid ground once we | &%d 
had one more year of experience with our Development Loan Fund, Witl 
and also once we knew what form, if any, the proposed Inter-Ameri- | al. 
can Development Banking Institution and the proposed International clusi 
Development Institution would take. by th 


The Inter-American Development Institution has now been signed, M 
and is before the Congress for action. If that is approved, and if it 
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is approved by the other countries, as seems likely, one aspect of this 
matter will be completely certain by next fall. 

I think it is likely, in fact I would hope, that the World Bank at 
its annual meeting next fall here in Washington would be prepared, 
the Governors at the Bank, to take some action looking toward the 
creation of an International Development Authority. 

At that time we would not know whether our Government would 
agree to that, or maybe not the complete details of it, but we would 
have a perfectly good outline of what might come, and I would think 
that with that we would be in a position to be on very solid ground 
for defending a long-term authority. And so that is the reason that 
we in the Department of State and the administration did not make 
a proposal for such an authority this year, although we are in full 
sympathy with everything, with the general idea. 

Senator Humpurey. In other words, Mr. Secretary, if the Congress 
determined after its examination of the political and economic facts 
of life of this day and age that the Development Loan Fund would 
be better served or the objectives of that Fund would be better served 
by some long-range consideration or long-range plan, it would not 
run into strenuous objection from the administration; is that proper? 

Mr. Dutton. As I stated in answer, I think, to a question of the 
chairman, I said that if the Congress should choose to enact this long- 
range Development Loan Fund legislation, it would not be objected 
to by the Department of State. I haven’t checked what the position 
of other agencies of the Government would be. I can’t comment on 
that at this time. 


AGRICULTURAL SURPLUS DISPOSAL 


Senator Humreurey. Mr. Secretary, are you familiar with the Davis 
report, Mr. John Davis, who made a study of the use of food and 
fiber in international economic policy ? 

Mr. Ditton. Yes. That report was made at my instigation, and 
Professor Davis made it to me. 

Senator Humrurey. Do you generally subscribe to the recom- 
mendations and the conclusions of that report ? 

Mr. Ditton. Only partly. I do subscribe to the idea that we should 
make better use of our local currencies, that part of it. I do subscribe 
to the long-range planning ideas, but I am not certain that his views 
that we will be finished with agricultural surplus problem in a given 
number of years, rather a short term, 5 years or so, I don’t recollect 
the exact number, are accurate. 

Senator Humpnurey. Yes. As I recall Dr. Davis in the report relat- 
ing to the use of agricultural products in our foreign economic policy 
suggested at least a 5-year program at a rate of about $2 billion a 
year, and then went on into further suggestions as to the proper use 
of the currencies generated from that program. 

Your difference may fall in the area as to whether or not at the 
end of 5 years we will have alleviated our current surplus problem. 
Without regard to that latter factor, Mr. Secretary, just a few gen- 
eral questions. Do you generally subscribe to the findings and con- 
clusion of Dr. Davis relating to the use of the currencies generated 
by the sale of agricultural commodities ? 

Mr. Dixon. Yes, sir. 
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Senator Humpurey. Secondly, do you generally subscribe to the 
position of Dr. Davis as to an authorization of a program longer than 
1 year ? 

I am not pinning you down to 5 years necessarily or 7 or 3, but longer 
than 1 year ? oat 

Mr. Ditton. For foreign policy purposes I think it would be useful. 
I am not competent to comment on it from the domestic point of view. 

Senator Humpnrry. First of all I want to congratulate you for 
asking Dr. Davis to undertake this study. I don’t believe the study 
is too well known throughout the country, even though it surely has 
not been classified. : ; 

It is one of the best studies that has been made relating to the dom- 
estic situation and its implications internationally. I would say that 
it is good reading for any one that really wants to study foreign 
economic policy. 


MULTILATERAL ECONOMIC ASSISTANCE 


Mr. Secretary, do you support multilateral economic assistance 

programs ? 
_ Mr. Dixon. We have supported such programs, provided that there 
is & minimum of opportunity for the Soviet Union to interfere in 
their operation. That is why we favor the International Development 
Association type of approach over the SUNFED approach which has 
been sometimes held up as a possible opposite way, alternative way of 
doing it. 

Senator Humpnrry. Of course, you are very familiar with the 
United States Special Projects Fund. Is it your belief that this par- 
ticular type of proposal would merit even more active support on the 
part of our Government or continued support on the part of our 
Government 


Mr. Ditton. I think it merits the continued support. Of course, | 


that was an American suggestion at the U.N., and it was successfully 
adopted. We are pledged, our law allows us to contribute up to 40 
percent of the total amount contributed by other countries. The total 
objective has been a total figure of $100 million which has been limited 
not by our contribution but by the contributions of others. 
So far it has not reached that size. It has only been about $60 
million. 
CLASSIFICATION OF COUNTRY EVALUATION REPORTS 


Senator Humpurey. Just one final question, Mr. Secretary. Yes- 
terday some of us in discussion with representatives of the State 
Department concerning matters in southeast Asia raised the point of 
certain studies that had been made pertaining to the operation of 
programs in some of the southeast Asian countries. I want to make 


the point that these studies are not limited merely to southeast Asian | 


countries, that this area is not being selected out for any special type 
of critical analysis. 

T call these studies evaluation studies. 

That may not be the proper name, but teams of competent people 
were sent out from the & 


observe and to study carefully the operation of our mutual security 


or our ICA programs. Those reports are in the nature of what you 


| 


i 
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tate Department and ICA into countries to | 
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might call an Inspector General report that come back to the Depart- 
ment of State and to the administrator of the mutual security pro- 
gram, the ICA program. Well, as I understand it the committee is 
not privy to those. These are considered executive reports and not 
available to the committees. I want you to understand that I can 
appreciate that possibly they should not be made generally public, 
since many of the things which the reports may have outlined or 
reported have been corrected. But I find it rather difficult, Mr. 
Secretary, to justify a claim or to accept a claim on the part of the 
executive branch that this material should not be made available to 
the committee that authorizes the sums of money for the particular 
areas or regions of the world to which the mutual security program 
rtains. 


Is there any way, sir, that you can use your good offices to see that 
these reports are made available to us? 

For example, I would like to know about the reports, over and 
beyond the ones made by the General Accounting Office, on Laos, Cam- 
bodia, Thailand, or any other country. 

I don’t mean to select those countries particularly. 

They are the countries we were talking about yesterday. Frankly, 
it would help us a great deal to justify the funds that we are going 
to duthorize, particularly in the debates in the Senate. And I say 
this as a friend of the program and not a critic. 

Mr. Ditton. The difficulty with the reports as they have been made, 
Senator, and the basic reason I think for keeping them as privileged 
communications, and they have very limited circulation even within 
the executive branch, is that these senior men go out, representing the 
Foreign Service and also the ICA, with instructions not only to look 
at the program as a program but also to evaluate the performance 
of personnel and of individuals in carrying out their jobs. 

hey are asked to speak with the utmost frankness with the view 
that their comments will be kept strictly confidential. 

In any other way it would be impossible to get a frank report of 
that nature on performance. It would not be fair to individuals who 
are being reported on who have not had an opportunity to answer 
for themselves to hand such reports out for general consumption or 
even for limited consumption. It might be possible in the future, if 
you would think it useful, to try and separate out any criticisms of 
individuals and personnel from general reviews of policy, and I think 
the general views of policy don’t have the same reasons for classifi- 
cation as these personnel matters. 

Senator Humrnrey. I think that is a very practical suggestion. I 
don’t think it would be particularly good to expose the reports when 
you are judging personnel performance, because the team of evalua- 
tors would either lose their effectiveness or be subject to considerable 
harassment, I am afraid, somewhere along the line. 

Mr. Ditton. That is correct. 

_ Senator Humrnurey. What I am primarily concerned about, sir, 
is not the individuals, but the application of program—whether or 
not the program has been productive, whether or not the failure to be 
eure is due to personal or personnel problems, or whether it was 

ue to the miscalculation or inadequate evaluation of programing of 
the particular project. 
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Now, I don’t care to take any more time about it here, but I would 
like to talk to you about it later on when we will have a chance to do so. 

Maybe we can work out something with our staff and the staff of 
ICA so that we can go into some of these particular countries where 
we have personal information that ought to be evaluated in terms of 
the official information which your Department has under its control. 

Mr. Ditton. We would be glad to. 

Senator Humpurey. Mr. Chairman, I have no further questions. 

The Cuarrman. Senator Gore ? 

Senator Gore. No questions. 

The CHarman. Senator Kennedy ? 

Senator Kennepy. No questions. 

The Cuarrman. Any further questions ? 

Senator Lona. I would like to ask a further question. 

The CHarrman. Senator Long. 


JUDGMENT OF NOMINEE 


Senator Lone. As you know, Mr. Dillon, my question on whether 
you should be confirmed is not whether you have recommended to us | 
policies that are unwise and undesirable, but whether you are capable 


of recognizing obvious mistakes when you see them. I am not pro- 
posing to vote against you because you are wrong. 
I am proposing to vote against you because you can’t learn you are ' 


wrong. Now, did you have a part in formulating this proposal to 
wipe out the Greek public debt by canceling out these oounher pars 
funds held by Greece over which we had the right to pass upon? 
Mr. Ditton. The original proposal was formulated many years c 
ago, Senator, and I had no part in that whatsoever. I did concur in 
the submission of the amendment to the legislation this year which 
would allow us to carry out that longstanding proposal. 
Senator Lone. Did you ask or urge that any consideration be given 
to any proposal or did anybody in the State Department at all con- 





sider any other proposal as to what might be done with that hundred c 

million dollars’ worth of drachmas ? : oe 
Mr. Ditxon. I did inquire in some detail as to whether there was | f 

any possibility for using it without causing substantial inflation and 

bad economic results in Greece, and satisfied myself that the views w 

of the technical experts on that matter, both Greek and American, | m 


were correct. 

Senator Lona. Did you have a single American technical expert 
who proposed a single desirable proposal other than just wiping out 
the national debt, which I view as just like lighting a match to our 
counterpart money. Did you have a single person who proposed a 
single project or a single possibility as to how that might be used for 
the benefit of the masses of the people in Greece ? 

_Mr. Ditton. There were no alternatives proposed at this time; no, 
sir. 

Senator Lone. Do you know of any project that we ever proposed 
that might be a desirable way of using it? 

Mr. Dixton. I do not know what all the past history has been at 
the time when I was not here, but ever since this money has been 
frozen, the opinion has been held that to spend it would lead to | 
inflationary pressures which would be bad for the Greek economy | 
and bad for our interests in Greece. 
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MAINTENANCE OF VALUE CLAUSES 


Senator Lone. With regard to these maintenance-of-value clauses 
on soft. currencies, there are a number of situations in which those 
clauses exist, are there not ? 

Mr. Ditton. That is correct. 

Senator Lone. And in a number of cases the Department has dis- 

nsed with maintaining them; is that correct ? 

Mr. Ditton. They have dispensed with maintaining them only 
where the money loaned back to the individual country or the money 
to be spent by the individual country, if it is their own money, is local 
currency. Wherever there is a loan in dollars, they are still main- 
tained. 

Senator Lone. If there is no loan in dollars why do you even need 
the maintenance-of-value clause? If they have got to pay you back 
in dollars I should not think it would make any difference. 

Mr. Ditton. I said wherever the loan was originally made in dol- 
lars with repayment in local currencies such as the Development Loan 
Fund, then in those cases we do require a maintenance-of-value clause. 

Senator Lona. Now, have you recommended that these maintenance- 
of-value clauses be dispensed with in any situations ? 

Mr. Ditxion. Only in the situation which I have described which 
was where we are reloaning to the country its own local currency. 

Senator Lone. Where we were reloaning ? 

Mr. Ditton. Loaning the country its own local currency. 

Senator Lone. Did you recommend that the maintenance-of-value 
clauses be dispensed with with regard to the Public Law 480 transac- 
tions? 

Mr. Ditton. Yes. 

Senator Lone. Thank you very much. I have no further questions. 

The CHartrman. Thank you very much, Mr. Secretary. 

In view of the discussion, it is perfectly all right with me if the 
committee wishes to simply hold up action on the nomination until 
tomorrow when the Secretary will be here and we can pursue it 
further. 

There is no urgency. He is Acting Secretary, so without objection 
we will see you tomorrow morning in executive session on this other 
matter. 

Thank you very much, Mr. Secretary. 

(Whereupon, the committee proceeded to other matters.) 


Xx 





